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SUBSTI TUTE HOUSE BI LL 1339

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By House Commttee on Financial Institutions & Insurance (originally
sponsored by Representatives Sinpson, Benson and Schual -Berke; by
request of Departnent of Financial Institutions)

READ FI RST TI ME 02/ 27/ 03.

AN ACT Relating to escrow agents and officers; anmending RCW
18.44.011, 18.44.031, 18.44.041, 18.44.051, 18.44.071, 18.44.081,
18.44.091, 18.44.101, 18.44.111, 18.44.121, 18.44.127, 18.44.195,
18.44. 201, 18.44.410, 18.44.430, and 18.44.450; addi ng new sections to
chapter 18.44 RCW and repealing RCW 18. 44. 131.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW 18.44.011 and 1999 ¢ 30 s 1 are each anended to read
as follows:

Unless a different nmeaning is apparent fromthe context, terns used
in this chapter shall have the foll ow ng neani ngs:

(1) "Departnment” neans the departnment of financial institutions.

(2) "Director"” neans the director of financial institutions, or his
or her duly authorized representati ve.

(3) "Director of licensing” neans the director of the departnent of
licensing, or his or her duly authorized representative.

(4) "Escrow' means any transaction, except the acts of a qualified
internediary in facilitating an exchange under section 1031 of the
internal revenue code, wherein any person or persons, for the purpose
of effecting and closing the sale, purchase, exchange, transfer,
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encunbrance, or |ease of real or personal property to another person or
persons, delivers any witten instrunment, noney, evidence of title to
real or personal property, or other thing of value to a third person to
be held by such third person until the happening of a specified event
or the performance of a prescribed condition or conditions, when it is
then to be delivered by such third person, in conpliance wth
i nstructions under which he or she is to act, to a grantee, grantor
prom see, prom sor, obligee, obligor, |essee, |lessor, bailee, bailor,
or any agent or enpl oyee thereof.

(5) "Split escrow' neans a transaction in which two or nore escrow
agents act to effect and cl ose an escrow transacti on.

(6) "Escrow agent" neans any person engaged in the business of
performng for conpensation the duties of the third person referred to
in subsection (4) of this section.

(7) "Licensed escrow agent"” neans any sole proprietorship, firm
associ ation, partnership, limted liability conpany, limted liability
partnership, or corporation holding a |icense as an escrow agent under
the provisions of this chapter.

(8) "Person" nmeans a natural person, firm associ ati on,
partnership, corporation, limted liability conpany, limted liability
partnership, trust, or any other legal entity, or the plural thereof,
whet her resident, nonresident, citizen, or not.

(9) "((b+eensed)) Escrow officer" nmeans any natural person
( { hand+ng—eserow—transactons—and—Hcensed) ) who neets the
requi renents of RCW 18.44.195(1) and who is granted a |icense as such
by the director.

(10) "Designated escrow officer”™ nmeans any ((H-eensed)) senior
escrow officer designated by a |licensed escrow agent and approved by
the director as the ((H-eensed)) senior escrow officer responsible for
supervi sing that agent's handling of escrow transacti ons, nmanagenent of
the agent's trust account, and supervision of all other ((H-eensed))
escrow of ficers and senior escrow officers enployed by the agent.

(11) "Escrow conmm ssion" neans the escrow comm ssion of the state
of Washi ngton created by RCW 18. 44. 500.

(12) "Controlling person"” is any person who owns or controls ten
percent or nore of the beneficial ownership of any escrow agent,
regardl ess of the formof business organi zation enpl oyed and regardl ess
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of whether such interest stands in such person's true nanme or in the
name of a nom nee.

(13) "Applicant” neans a person that files an application for a
license as an escrow agent under this chapter, including a natura
person, and in the event the applicant is a legal entity other than a
natural person, including the applicant's proposed designated escrow
officer, executive officers, sole proprietor, owners, partners,
nenbers, and controlling persons, or a natural person who files an
application for an escrow officer license or a senior escrow officer
i cense.

(14) "Senior escrow officer"” neans any natural person who neets the
requi renents of RCW 18.44.195(2) and who is granted a license as such
by the director.

Sec. 2. RCW18.44.031 and 1999 ¢ 30 s 3 are each anended to read
as follows:

An application for an escrow agent |license shall be in witing in
such formas is prescribed by the director, and shall be verified on
oath by the applicant. An application for an escrow agent |icense

shall include ((Hngerprints—tor—alt—eofficers—directors—owners—

di-reetors)) the follow ng:

(1) The applicant's form of business organization and place of
or gani zati on;

(2) If the applicant is a corporation or limted liability conpany,
the address of its physical location, a list of officers, controlling
persons, and directors of such corporation or conpany and their
residential addresses, telephone nunbers, and other identifying
information as the director may determne by rule. If the applicant is
a sole proprietorship or partnership, the address of its business
| ocation, a list of owners, partners, or controlling persons and their
residential addresses, telephone nunbers, and other identifying
information as the director may determne by rule. Any information in
t he application regardi ng the personal residential address or tel ephone
nunber of any officer, director, partner, owner, controlling person, or
enpl oyee is exenpt fromthe public records disclosure requirenents of
chapter 42.17 RCW
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(3) FEingerprints of all officers, directors, partners, sole
proprietors, and controlling persons;

(4) In the event the applicant is doing business under an assuned
name, a copy of the master business license with the registered trade
name shown;

((4)) (5) The qualifications and business history of the
applicant and all of its officers, directors, owners, partners, and
control ling persons;

((5))) (6) A personal credit report from a recognized credit
reporting bureau satisfactory to the director on all officers,
directors, owners, partners, and controlling persons of the applicant;

((8y)) (7)) Wether any of the officers, directors, owners,
partners, or controlling persons have been convicted of any crine
within the preceding ten years which relates directly to the business
or duties of escrow agents, or have suffered a judgnment within the
preceding five years in any civil action involving fraud,
m srepresentation, any wunfair or deceptive act or practice, or
conver si on;

((H)) (8) The identity of the ((H-eensed)) senior escrow officer
designated by the escrow agent as the designated escrow officer
responsi bl e for supervising the agent's escrow activity;

((£8Y)) (9) Evidence of conpliance with the bondi ng and i nsurance
requi renents of RCW 18. 44.201; and

((9Y)) (10) Any other information the director may require by
rul e. The director may share any information contained within a
| icense application, including fingerprints, with the federal bureau of
i nvestigation and other regulatory or | aw enforcenent agenci es.

NEW SECTION. Sec. 3. A new section is added to chapter 18.44 RCW
to read as foll ows:

Upon the filing of a conplete application for an escrow agent
license, the director shall issue and deliver to the applicant a
license to engage in the business of an escrow agent at the |ocation
set forth on the license when the director finds that the applicant:

(1) Has identified a senior escrow officer, who is not currently
t he subject of an investigation or adm nistrative enforcenent action by
the departnment or any other jurisdiction under a simlar statute, to
serve as the designated escrow officer for the escrow agent;
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(2) I's not the subject of a current investigation or adm nistrative
enforcenment action by the departnent or any other jurisdiction under a
simlar statute;

(3) Has not or is not commtting acts or engaging in conduct that
denonstr at es:

(a) Grounds for enforcenent action under this chapter;

(b) That the applicant is inconpetent or untrustworthy; or

(c) That the applicant is or may be a source of injury or loss to
t he public;

(4) Has not been convicted of any felony during the ten years
preceding the date of the current application and has not suffered a
judgnent in any civil or admnistrative action in the five years
preceding the current application involving fraud, m srepresentation,
any unfair or deceptive act or practice, or conversion of funds;

(5) Has conplied with the i nsurance and bondi ng requirenments i n RCW
18. 44. 201; and

(6) Has paid all fees required in RCW18.44.121 and in rule by the
di rector.

Sec. 4. RCW18.44.041 and 1999 ¢ 30 s 28 are each anended to read
as follows:

(1) Alicensed escrow agent shall not operate an escrow business in
a location other than the location set forth on the agent's |icense or
branch office license issued by the director. The |icensed escrow
agent may apply to the director for authority to establish one or nore
branch offices under the sanme nanme as the main office.

(2) Each branch office operated by a |licensed escrow agent shall be
supervi sed by a ((H--eensed)) senior escrow officer designated by the
i censed escrow agent as the designated branch escrow officer for that
br anch.

(3) Any person desiring to operate a branch escrow office shall
make application on a form provided by the director and pay a fee as
set forth inrule by the director. Such application shall identify the
((H-ecensed)) senior escrow officer designated as the designhated branch
escrow officer to supervise the agent's escrow activity at the branch
of fice.

(4) No escrow agent branch office license shall be issued until the
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applicant has satisfied the director that the escrow activity of the
branch neets all financial responsibility requirements governing the
conduct of escrow activity.

Sec. 5. RCW18.44.051 and 1999 ¢ 30 s 29 are each anended to read
as follows:

Upon the filing of ((t+he)) a conplete application for an escrow
agent branch office and satisfying the requirements of this chapter,
the director shall issue and deliver to the applicant a license to
engage in the business of an escrow agent at the branch |ocation set
forth on the license when the director finds that the applicant:

(1) Has a valid escrow agent |icense;

(2) Has identified a senior escrow officer to serve as the
desi gnated branch escrow officer for the proposed branch office;

(3) Is not the subject of a current adm nistrative enforcenent
action by the departnent under this chapter, or in any other
jurisdiction under a simlar statute;

(4) Has not or is not commtting acts or engaging in conduct that
denonstrat es;

(a) Gounds for admnistrative enforcenent action under this
chapter;

(b) That the applicant is inconpetent or untrustworthy; or

(c) That the applicant is or may be a source of injury or loss to
the public; and

(5) Has paid all fees as required in RCW 18.44.121 and in rule by
the director.

Sec. 6. RCW18.44.071 and 1999 ¢ 30 s 21 are each anended to read
as follows:

Every licensed escrow agent shall ensure that all escrow
transactions are supervised by a ((Heensed)) designated escrow
officer. 1In the case of a partnership, the designated escrow officer
shall be a partner in the partnership and shall act on behalf of the
part nershi p. In the case of a corporation, the designated escrow
of ficer shall be an officer of the corporation and shall act on behal f
of the corporation. The designated escrow officer shall be responsible
for that agent's handling of escrow transactions, managenent of the
agent's trust account, and supervision of all other |icensed escrow
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officers ((enployed—mby)) or ot her persons performng escrow
transactions for the escrow agent. Responsibility for the conduct of
any ((H--<censed)) escrow officer or senior escrow officer covered by
this chapter shall rest wth the designated escrow officer or
designated branch escrow officer having direct supervision of such
person's escrow activities. The ((braneh)) designated branch escrow
officer shall bear responsibility for supervision of all other
((H-<censed)) escrow officers, senior escrow officers, or other persons
perform ng escrow transactions at a branch escrow office.

Sec. 7. RCW18.44.081 and 1999 ¢ 30 s 24 are each anended to read
as follows:

(1) Any person desiring to be ((a&)) licensed as an escrow officer
shal | ((reet—the—+regquirerents—of)) pass an examination as required by
RCW 18.44.195(1) ((as—preovided—+n—this—~chapter)). In addition, the

applicant shall nake application ((endersed—by—a—tecensed—eserow
agent)) to the director on a formto be prescribed and furni shed by the

director. Such application nust be received by the director within one
year of passing the escrow officer exam nation. ((Wth)) This

application ((the—appHeant—shalt)) nust incl ude:

(((D—Pay—a)) (a) The license fee as set forth by rule; ((and
P ) | : he di . N

; —44-031.))
(b) The applicant's residential address and tel ephone nunber;
(c) The applicant's business address and tel ephone nunber;
(d) Two sets of fingerprints of the applicant;
(e) The applicant's current personal credit report;
(f) The applicant's qualifications and enploynent history for the
previ ous ten years; and

(d) Any other information the director may require in rule to
establish the applicant's identity, character, and general fitness to
be |licensed as an escrow officer.

(2) Any person desiring to be licensed as a senior escrow officer
must pass an examination as required under RCW 18.44.195(2) and nust
submt a conplete application for a senior escrow officer license on a
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formto be prescribed by the director. A conplete application nust be
submtted within one year of passing the certified escrow officer
exam nation. This application nust include:

(a) The license fee as provided in rule;

(b) The applicant's residential address and tel ephone nunber;

(c) The applicant's business address and tel ephone nunber;

(d) Two sets of fingerprints of the applicant;

(e) The applicant's current personal credit report;

(f) The applicant's qualification and enploynent history for the
previ ous ten years;

(g) Evidence of three years of experience as an escrow officer or
perform ng equivalent duties as defined in rule by the director; and

(h) Oher information the director may require in rule to establish
the applicant's identity, character, and general fitness to be |licensed
as a senior escrow officer

NEW SECTION. Sec. 8. A new section is added to chapter 18.44 RCW
to read as foll ows:

(1) The director shall issue and deliver to the applicant an escrow
officer license when the director finds that the applicant:

(a) Has submtted a conplete application and paid all fees as
requi red under RCW 18.44.081(1);

(b) Has successfully passed the escrow officer exam nation as
requi red under RCW 18. 44.195(1);

(c) Is not the subject of a current admnistrative enforcenment
action by the departnent or in any other jurisdiction under a simlar
statute;

(d) Has not or is not commtting acts or engaging in conduct that
denonstr at es:

(i) Gounds for enforcenent action under this chapter;

(11) That the applicant is inconpetent or untrustworthy; or

(ti1) That the applicant is or may be a source of injury or loss to
t he public; and

(e) Has not been convicted of any felony during the ten years
preceding the date of the current application and has not suffered a
judgnent in any civil or admnistrative action in the five years
preceding the current application involving fraud, m srepresentation,
any unfair or deceptive act or practice, or conversion of funds.

SHB 1339 p. 8



© 00 N O Ol WDN P

W W W W W W W W WNDNDNDNDDDNDNDNDNDNMDNMNDNNNMNMdMNMNPEPEPRPPRPPRPERPRPRPRPRPRERERPR
0O N O WNPEFP O OOWwuNOD O P WNPEPEOOMOOWwWNO O~ owDNDEe. o

(2) The director shall issue and deliver to the applicant a senior
escrow officer license when the director finds that the applicant:

(a) Has submtted a conplete application and paid all fees as
requi red under RCW 18. 44.081(2);

(b) Has successfully passed the senior escrow officer exam nation
as required under RCW 18. 44. 195(2);

(c) Is not the subject of a current admnistrative enforcenment
action by the departnent or in any other jurisdiction under a simlar
statute;

(d) Has not or is not commtting acts or engaging in conduct that
denonstr at es:

(i) Gounds for enforcenent action under this chapter;

(1i1) That the applicant is inconpetent or untrustworthy; or

(ti1) That the applicant is or may be a source of injury or loss to
t he publi c;

(e) Has not been convicted of any felony during the ten years
preceding the date of the current application and has not suffered a
judgnent in any civil or admnistrative action in the five years
preceding the current application involving fraud, m srepresentation,
any unfair or deceptive act or practice, or conversion of funds; and

(f) Has three vyears of experience as an escrow officer or
perform ng equi val ent duties as defined in rule by the director.

(3) Both an escrow officer and a senior officer |icense may be
i ssued in inactive status.
(4) On the effective date of this act, the director shall issue and

deliver a senior escrow officer license to each |icensed escrow officer
t hat :

(a) Is currently licensed as an escrow officer

(b) Has paid all fees associated with the escrow officer |icense;

(c) Is not the subject of a current admnistrative enforcenent
action by the departnent or any other jurisdiction under a simlar
statute;

(d) Has not or is not commtting acts or engaging in conduct that
denonstr at es:

(i) Gounds for enforcenent action under this chapter;

(1i1) That the licensee is inconpetent or untrustworthy; or

(iii1) That the licensee is or may be a source of injury or loss to
t he public; and
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(e) Currently serves as the designated escrow officer of a licensed
escrow agent or serves as a designated branch escrow officer of a
| i censed escrow agent.

(5) Alicensed escrow officer that is not serving as the desi gnated
escrow of fi cer or designated branch escrow officer of a licensed escrow
agent, as of the effective date of this act, may apply to the director

for a senior escrow officer license wthout taking the required
exam nation prior to or upon their next escrow officer |license renewal
dat e. If the director finds that such an applicant neets the

requi renents of subsection (4)(a) through (d) of this section, and has
ten years or nore of experience as a |licensed escrow officer in active
status, the director shall issue such an applicant a senior escrow
of ficer license.

Sec. 9. RCW18.44.091 and 1999 ¢ 30 s 25 are each anended to read
as follows:

Every escrow officer and senior escrow officer license issued under
the provisions of this chapter expires on the date one year fromthe

date of issue which date will henceforth be the renewal date. ((An))
Each escrow officer and senior escrow officer must subnmt to the
director an application for license renewal and pay an annual |icense

renewal fee ((+HA—the——sare—arpunt—rust—bepatd)) as required under RCW
18.44.121 and as specified in rule by the director on or before each
renewal date(( —PROU-DED—That—Hecenses—issued—or—renewed—prior—to
Septenper—21 1977 —shatH—use—the—exi-stng—renewal —date—as—the—date—of

Fssue)). If the application for a license renewal ((+s)) and the
annual license renewal fee are not received by the director on or
before the renewal date, such license is expired. The license may be
reinstated at any tinme prior to the next succeeding renewal date
followng its expiration upon the paynent to the director of the annual
renewal fee then in default and a late paynent penalty equal to one-
quarter of the annual license renewal fee. Acceptance by the director
of an application for renewal after the renewal date shall not be a
wai ver of the delinquency. Licenses not renewed within one year of the
renewal date then in default shall be canceled. A new license may be
obtai ned by satisfying the procedures and qualifications for initial
I i censing, including where applicable successful conpletion of
exam nat i ons.

SHB 1339 p. 10
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Sec. 10. RCW 18. 44. 101 and 1999 ¢ 30 s 26 are each anended to read
as foll ows:

penal ties under RCW 18.44.430.))

Upon the request of the escrow officer or senior escrow officer,

the director may issue or hold the ((H-eensed—eserow—officer-s))

l'icense in inactive ((uponr—hotiiiecatton—of—termnation—by—the—eserow
agent—or—designated—eserowoffi+eer)) status. The ((H-eensed)) escrow

officer or senior escrow officer shall pay ((+he)) an annual renewal
fee ((annually)) as established in rule by the director to naintain an
i nactive |icense. An inactive license may be activated upon
application ((ef—a—-t++censed—esecrowagent)) to the director on a form
provided by the director and the paynent of a fee as established in
rule by the director. If the ((H-eensed)) escrow officer or senior
escrow officer continues to neet the requirenents ((eftteensihrg+nREN
18-44-0681)) for issuance of a license as specified in section 8 of this
act, has net the continuing education requirenents in RCW 18.44. 195,

and has paid the required fee, the director shall ((t+hereupon—issue—a

L : I . I f the L] I 7T _
eserow-ofH-ecers—HHrst—Heense—shalh—not—be—tssued—+nactive) ) activate

the license.

Sec. 11. RCW18.44.111 and 1999 ¢ 30 s 30 are each anended to read
as follows:

Each escrow agent |icense, each escrow agent branch office |icense,
and each escrow officer or senior escrow officer license shall be

p. 11 SHB 1339
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issued in the formand size prescribed by the director and shall state
in addition to any other matter required by the director:

(1) The nane of the |icensee;

(2) The nanme under which the applicant wll do business;

(3) The address at which the applicant wll do business;

(4) The expiration date of the |icense; and

(5 In the case of ((a—ecerpoeration—partnership—or—branch
oeff+ee-)) an_ escrow agent license or escrow agent branch office
license, the nane of the designated escrow officer or designated branch
escrow of ficer.

Sec. 12. RCW18.44.121 and 2001 ¢ 177 s 3 are each anended to read
as follows:

The director shall charge and collect the followng fees as
established by rule by the director:

(1) A fee for filing an original or a renewal application for an
escrow agent license, a fee for each application for an additiona
licensed |location, a fee for an application for a change of address for
an escrow agent, annual fees for the first office or location and for
each additional office or |location, and under RCW 43.135.055 the
director shall set the annual fee for an escrow agent |icense up to
five hundred sixty-five dollars in fiscal year ((2060)) 2004.

(2) A fee for filing an original or a renewal application for an
escrow officer or senior escrow officer license, a fee for an
application for a change of address for each escrow officer or senior
escrow officer license being so changed, a fee to activate an inactive
escrow of ficer or senior escrowofficer |icense ((ertransfer—aneserow
off+eer—Hcense)), and under RCW 43. 135. 055 ((t+he—di+reetor—shall—set
the)) an annual fee for an escrow officer |icense and senior escrow
officer license up to two hundred thirty-five dollars in fiscal year
((2060)) 2004.

(3) Afee for filing an application for a duplicate of an escrow
agent license or of an escrow officer or senior escrow officer |license
| ost, stolen, destroyed, or for replacenent.

(4) A fee for providing license exam nations.

(5 An hourly audit fee. In setting this fee, the director shal
ensure that every exam nation and audit, or any part of the exam nation
or audit, of any person licensed or subject to licensing in this state

SHB 1339 p. 12
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requiring travel and services outside this state by the director or by
enpl oyees designated by the director, shall be at the expense of the
person examned or audited at the hourly rate established by the
director, plus the per diem conpensation and actual travel expenses
incurred by the director or his or her enployees conducting the
exam nation or audit. Wen maki ng any exam nation or audit under this
chapter, the director may retain attorneys, appraisers, independent
certified public accountants, or other professionals and specialists as
exam ners or auditors, the cost of which shall be borne by the person
who is the subject of the exam nation or audit.

In establishing these fees, the director shall set the fees at a
sufficient level to defray the costs of adm nistering this chapter

All fees received by the director under this chapter shall be paid
into the state treasury to the credit of the financial services
regul ati on fund.

Sec. 13. RCW 18.44.127 and 1997 c¢c 58 s 822 are each anended to
read as foll ows:

The departnent shall imrediately suspend the ((eertifiecate—of
registrati+on)) license of a person who has been certified pursuant to
RCW 74. 20A. 320 by the departnent of social and health services as a
person who is not in conpliance with a support order or a residential
or visitation order. |f the person has continued to neet all other
requi renents for ((eertifieatien)) licensing during the suspension
rei ssuance of the ((eertifi+eate)) license shall be automatic upon the
departnent's receipt of a release issued by the departnent of socia
and health services stating that the person is in conpliance with the
order.

Sec. 14. RCW 18.44.195 and 1999 ¢ 30 s 4 are each anended to read
as follows:

(1) (@) Any person desiring to becone ((a—+ecensed)) an escrow
of ficer nmust successfully pass an exam nati on.

((2)) (b) The escrow officer examnation shall enconpass the
fol | ow ng:

((
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tb)y)) (i) An understanding of the principles of real estate
conveyancing and the general purposes and |legal effects of deeds,
nort gages, deeds of trust, contracts of sale, exchanges, rental and
optional agreenents, |eases, earnest nobney agreenents, persona
property transfers, and encunbrances;

((€e))) (ii) An understanding of the obligations between principal
and agent;

((())) (iii) An wunderstanding of the neaning and nature of
encunbrances upon real property;

((e))) (iv) An understanding of the principles and practice of
trust accounting; and

((6)) (v) An understanding of the escrow agent registration act
and ot her applicable | aw such as the real estate settlenent procedures
act, 12 U S.C. Sec. 2601, and regulation X, 24 C F.R Sec. 3500.

((3))) (2)(a) Any person desiring to becone a senior escrow
of ficer must successfully pass an exam nati on.

(b) The senior escrow officer examnation nust enconpass the

fol | owi nQ:
(i) Al topics listed in subsection (1)(b) of this section;
(ii) Ethics;

(iii) Trust account managenent; and

(iv) Internal routine and control.

(3) Each escrow officer and senior escrow officer shall conplete
continuing education each year as specified in rule by the director
The continuing education nust be in courses approved by the director.
At least four hours of the continuing education required for a senior
escrow officer nmust be in the areas of ethics, trust account
managenent, and internal routine and control.

(4) The examnation shall be in such form as prescribed by the
director with the advice of the escrow conm ssion, and shall be given
at | east annually.

Sec. 15. RCW 18.44.201 and 1999 ¢ 30 s 5 are each anended to read
as follows:

(1) At the tinme of filing an application for an escrow agent
license, or any renewal or reinstatenent of an escrow agent |icense
the applicant shall provide satisfactory evidence to the director of
havi ng obtained the follow ng as evidence of financial responsibility:
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(a) A fidelity bond providing coverage in the aggregate anount of
((two—hundred—thousand)) one mllion dollars with a deductible no
greater than ten thousand dollars covering each corporate officer,
partner, escrow officer, senior escrow officer, and enployee of the
appl i cant engaged in escrow transactions;

(b) An errors and omssions policy issued to the escrow agent
provi ding coverage in the mninmum aggregate anmount of fifty thousand
dollars or, alternatively, cash or securities in the principal anount
of fifty thousand dollars deposited in an approved depository on
condition that they be avail able for paynent of any cl ai mpayabl e under
an equivalent errors and om ssions policy in that anmount and pursuant
to rules and regul ations adopted by the departnent for that purpose;
and

(c) A surety bond in the anmount of ten thousand dol |l ars executed by
the applicant as obligor and by a surety conpany authorized to do a
surety business in this state as surety, unless the fidelity bond
obtained by the licensee to satisfy the requirenent in (a) of this
subsection does not have a deductible. The bond shall run to the state
of Washi ngton as obligee, and shall run to the benefit of the state and
any person or persons who suffer |oss by reason of the applicant's or
its enployee's violation of this chapter. The bond shall be
conditioned that the obligor as licensee will faithfully conformto and
abide by this chapter and all rules adopted under this chapter, and
shal |l reinburse all persons who suffer |oss by reason of a violation of
this chapter or rules adopted under this chapter. The bond shall be
continuous and may be canceled by the surety upon the surety giving
witten notice to the director of its intent to cancel the bond. The
cancellation shall be effective thirty days after the notice is
received by the director. Whether or not the bond is renewed,
continued, reinstated, reissued, or otherw se extended, replaced, or
nodi fied, including increases or decreases in the penal sum it shall
be considered one continuous obligation, and the surety upon the bond
shall not be liable in an aggregate anmobunt exceeding the penal sum set
forth on the face of the bond. 1In no event shall the penal sum or any
portion thereof, at two or nore points in tine be added together in
determining the surety's liability. The bond shall not be liable for
any penalties inposed on the licensee, including but not limted to,
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any increased damages or attorneys' fees, or both, awarded under RCW
19. 86. 090.

(2) For the purposes of this section, a "fidelity bond" shall nean
a primary comrercial bl anket bond or its equival ent satisfactory to the
director and witten by an insurer authorized to transact this |line of
business in the state of Washington. Such bond shall provide fidelity
coverage for any fraudul ent or dishonest acts commtted by any one or
nore of the enployees or officers as defined in the bond, acting al one
or in collusion with others. This bond shall be for the sole benefit
of the escrow agent and under no circunstances whatsoever shall the
bondi ng conpany be |iable under the bond to any other party. The bond
shal |l nane the escrow agent as obligee and shall protect the obligee
agai nst the | oss of noney or other real or personal property bel ongi ng
to the obligee, or in which the obligee has a pecuniary interest, or
for which the obligee is legally liable or held by the obligee in any
capacity, whether the obligee is legally liable therefor or not. The
bond may be canceled by the insurer upon delivery of thirty days'
witten notice to the director and to the escrow agent.

(3) For the purposes of this section, an "errors and om ssions
policy" shall nmean a group or individual insurance policy satisfactory
to the director and issued by an insurer authorized to transact
i nsurance business in the state of Washington. Such policy shall
provi de coverage for unintentional errors and om ssions of the escrow
agent and its enployees, and nay be canceled by the insurer upon
delivery of thirty days' witten notice to the director and to the
escrow agent .

(4) Except as provided in RCW 18.44.221, the fidelity bond, surety
bond, and the errors and omssions policy required by this section
shall be kept in full force and effect as a condition precedent to the
escrow agent's authority to transact escrow business in this state, and
the escrow agent shall supply the director with satisfactory evidence
t hereof upon request.

Sec. 16. RCW18.44.410 and 1999 ¢ 30 s 27 are each anended to read
as follows:

(1) The director has the power and broad adm nistrative discretion
to adm nister and interpret this chapter to facilitate the delivery of
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services to citizens of this state by escrow agents and ot hers subject
to this chapter.

(2) The director may ((+ssue)) adopt rules ((and—+regulatioens)) to
govern the activities of |licensed escrow agents ((and)), escrow
officers, and senior escrow officers. The director shall enforce al
laws and rules relating to the licensing of escrow agents ((and)),
escrow officers, and senior escrow officers and fix the tinme and pl aces
for holding exam nations of applicants for escrow officer or senior
escrow officer licenses and prescribe the nethod of conducting the
exam nations. The director may hol d hearings and suspend or revoke the
i censes of violators and nmay deny, suspend, or revoke the authority of
((an)) a senior escrow officer to act as the designated escrow officer

of a (( : . ol ati . thi I . g
vhder—this—ehapter)) |icensed escrow agent.

Except as specifically provided in this chapter, the rul es adopted
and the hearings conducted shall be in accordance with the provisions
of chapter 34.05 RCW the adm nistrative procedure act.

NEW SECTION. Sec. 17. A new section is added to chapter 18.44 RCW
to read as foll ows:

Each |icensed escrow agent shall submt to the director a periodic
report detailing the current status of its trust account, including but
not limted to a sunmary of recent account reconciliations and the
status of any exceptions noted in the reconciliation. The director
shall specify in rule the content, frequency, and format of the
required report. The director may require nore or |ess frequent
reports from an escrow agent |icensee depending upon the I|icensee's
exam nation history, reporting history, consunmer conplaint history, and
adm ni strative enforcenent history.

Sec. 18. RCW18.44.430 and 1999 ¢ 30 s 22 are each anended to read
as follows:

(1) The director may, upon notice to the escrow agent and to the
i nsurer providing coverage under RCW 18. 44. 201, deny, suspend, decline
to renew, or revoke the license of any |licensed escrow agent, senior
escrow officer, or escrow officer if the director finds that the
applicant or any partner, officer, director, controlling person, escrow
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officer, senior escrow officer, or enployee has comnmtted any of the
followi ng acts or engaged in any of the follow ng conduct:

(a) Qobtaining a license by neans of fraud, m srepresentation,
conceal nent, or through the m stake or inadvertence of the director.

(b) Violating any of the provisions of this chapter or any |awful
rules made by the director pursuant thereto.

(c) The conmm ssion of a crinme against the laws of this or any other
state or governnent, involving noral turpitude or dishonest dealings.

(d) Knowingly commtting or being a party to, any material fraud,
m srepresentation, conceal nent, conspiracy, collusion, trick, schene,
or device whereby any other person lawfully relying upon the word
representation, or conduct of the licensee or agent or any partner,
officer, director, controlling person, or enployee acts to his or her
i njury or danage.

(e) Conversion of any noney, contract, deed, note, nortgage, or
abstract or other evidence of title to his or her own use or to the use
of his or her principal or of any other person, when delivered to him
or her in trust or on condition, in violation of the trust or before
t he happening of the condition; and failure to return any noney or
contract, deed, note, nortgage, abstract, or other evidence of title
within thirty days after the owner thereof is entitled thereto, and
makes denmand therefor, shall be prima facie evidence of such
conver si on.

(f) Failing, upon demand, to disclose any information within his or
her know edge to, or to produce any docunent, book, or record in his or
her possession for inspection of, the director or his or her authorized
representatives.

(g) Commtting any act of fraudulent or dishonest dealing, and a
certified copy of the final holding of any court of conpetent
jurisdiction in such matter shall be conclusive evidence in any hearing
under this chapter

(h) Accepting, taking, or charging any undisclosed conmm ssion,
rebate, or direct profit on expenditures nmade for the principal.

(1) Commtting acts or engaging in conduct that denonstrates the
applicant or licensee to be inconpetent or untrustworthy, or a source
of injury and loss to the public.

(2) Any conduct of an applicant or |licensee that constitutes
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grounds for enforcenent action wunder this chapter is sufficient
regardl ess of whether the conduct took place within or outside of the
state of Washi ngt on.

(3) In addition to or in lieu of a |license suspension, revocation,
or denial, the director may assess a fine of up to one hundred dollars
per day for each day's violation of this chapter or rul es adopted under
this chapter ((and)) against any |licensed escrow agent, escrow officer,
senior escrow officer, and any applicant, officer, partner, director,
controlling person, or enployee of the escrow agent. In addition, the
director may renove and/or prohibit from participation in the conduct
of the affairs of any licensed escrow agent, any officer, applicant,
partner, controlling person, director, enpl oyee, senior escrowofficer,
or ((H-eensed)) escrow officer.

Sec. 19. RCW 18.44.450 and 2000 c¢ 171 s 17 are each anended to
read as foll ows:

(1) "Real property lender" as used in this section neans a bank
savi ngs bank, savings and |oan association, credit wunion, nortgage
conpany, or other corporation, association, or partnership that makes
| oans secured by real property located in this state.

(2) No real property lender, escrow agent, or officer or enployee
of any escrow agent or real property | ender may gi ve or agree to pay or
gi ve any noney, service, or object of value to any real estate agent or
broker, to any real property lender, or to any officer or enployee of
any agent, broker, or lender in return for the referral of any real

estate escrow services. { { Notbng—+n—this—subsecti-on—proh-bi-ts—the

Conpliance with the Real Estate Settlenment Procedures Act ((as—anrended
12 U-S C—seettons—2601through-—2617))), 12 U.S.C. Secs. 2601 through
2617, and Requlation X 24 C. F.R Part 3500, as now or hereafter
anended, constitutes conpliance wth the requirenents of this
subsecti on.

(3) The legislature finds that the practices governed by this
subsection are matters vitally affecting the public interest for the
purpose of applying the consunmer protection act, chapter 19.86 RCW
Any violation of this section is not reasonable in relation to the
devel opment and preservation of business and is an unfair and deceptive
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act or practice and an unfair nethod of conpetition in the conduct of
trade or conmmerce in violation of RCW 19.86.020. Renedi es provi ded by
chapter 19.86 RCWare cunul ati ve and not excl usive.

NEW SECTION. Sec. 20. RCW 18.44.131 (License application--
| ssuance) and 1999 ¢ 30 s 11, 1977 ex.s. ¢ 156 s 8, & 1965 ¢ 153 s 9
are each repeal ed.

~-- END ---
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